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THE  FOOD  MARKETING  INDUSTRIES  -  RECENT  CHANGES  AND  PROSPECTS  l/ 


Rising  consumer  incomes  and  the  movement  of  people  from  farms 
to  cities  have  increased  the  demand  for  processed  foods.  Techno- 
logical innovations  have  made  these  foods  available  at  competitive 
prices.  As  a  result,  the  output  of  processed  food  products  in  this 
country  is  growing  faster  than  population.  Greater  average  capacity 
per  plant  has  enabled  the  increased  output  to  be  produced  by  a  declining 
number  of  food  processing  plants  and  firms.  Adoption  of  new  technology 
has  been  a  major  force  in  reducing  the  number  of  plants  and  increasing 
the    average     size    of    plant. 

Many  types  of  wholesalers  move  products  from  farmers  to  proc- 
essors and  retailers.  These  include  firms  that  assemble  and  handle 
raw  farm  products,  merchant  wholesalers  (including  both  general  and 
specialty  line  grocery  wholesalers),  manufacturers'  sales  branches, 
brokers  and  agents.  Assemblers  of  farm  products  increased  their 
sales  and  the  number  of  establishments  from  1954  to  1958,  after  a 
decline  from  1948  to  1954.  In  the  wholesale  grocery  field,  sales 
of  general  line  merchant  wholesalers  affiliated  with  groups  of  retail 
food  stores  more  than  doubled  from  1 948  to  1958.  This  trend  contrasts 
sharply  with  the  decline  in  sales  of  the  nonaffiliated  general  line 
grocery    wholesalers. 

Total  sales  of  grocery  stores  rose  by  three-fourths  from  1948 
to  1958,  but  the  number  of  stores  dropped  by  more  than  a  fourth. 
Both  chain  and  independent  grocery  stores  decreased  in  number.  The 
number  of  grocery  stores  with  an  annual  sales  volume  of  less  than 
$100,000  declined  sharply,  but  those  grossing  more  than  $1  million 
multiplied  fourfold.  Chains  with  11  or  more  stores  increased  their 
share  of  total  grocery  store  sales  to  44  percent  in  1958,  up  from 
34  percent  in  1948,  and  33  percent  in  1939.  The  most  rapid  growth 
was  made  by  chains  with  100  or  fewer  stores.  In  1958  about  two- 
fifths  of  total  grocery  store  sales  were  made  by  stores  that  were 
members  of  retail  groups  either  cooperatively  owning  a  wholesale 
house  or  sponsored  by  a  wholesaler.  Thus,  independent  grocery 
stores  not  affiliated  with  a  wholesaler  had  only  about  a  fifth  of  total 
sales. 


The  food  marketing  industries  have 
made  many  technological  changes  since 
World  War  II.  One  significant  result 
has  been  an  increase  in  the  scale  of 
marketing  establishments- -many  large 
food  manufacturing  plants  and  retail  stores 
have  been  built,  and  many  small  establish- 


ments have  been  closed.  Output  of  mar- 
keting services  has  increased  in  total 
and  per  man-hour,  largely  because  of 
improvements  in  marketing  facilities. 
Investments  in  marketing  facilities  have 
been  large.  Marketing  firms  have  pro- 
cessed and  distributed  an  increasing 
volume  of  products,  many  of  which  are  new. 


1/    Prepared   by  Forrest  E.  Scott  and  Stephen  J.  Hiemstra,  agricultural  economists, 
Marketing  Economics  Divisions,  Economics  Research  Service. 
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Farmers  are  vitally  affected  by  the 
organization  and  operation  of  the  markets 
for  the  products  they  produce.  They  and 
:r  representatives  are  interested  in 
changes  in  concentration  of  processing, 
wholesaling  and  retailing  activities.  If 
these  activities  are  performed  or  con- 
trolled by  a  small  number  of  firms,  im- 
perfect pricing  andprocurement  practices 
may  be  encouraged  and  the  bargaining 
power  of  farmers  may  be  impaired.  Some 


of  the  criteria  useful  in  appraising  this 
situation  include:  (1)  The  numbers  and 
sizes  of  firms  in  relation  to  the  size 
of  the  markets  they  serve,  (2)  the  close- 
ness  of  substitution  among  products  and 
alternative  sources  of  supply  facing  con- 
sumers, and  (3)  the  ease  or  difficulty 
of  new  or  competing  firms  entering  a 
given  market.  Census  data  for  1958  and 
other  recently  published  statistics  make 
possible  a  new  look  at  some  of  these 
factors.  2/ 


Food  Processing 


Output  of  Manufactured  Foods  Grows 
Faster  Than  Population 

Industries  processing  food  products 
originating  on  farms  have  grown  at  a 
faster  rate  since  1947  than  before  World 
War  II.  Output  of  these  industries  in- 
creased at  an  average  annual  rate  of  2.6 
percent  from  1947  to  1960.  3/  This 
rate  compares  with  1.9  percent  from  1909 
to  1939.  In  1960,  output  of  these  industries 
was  35  percent  larger  than  the  average 
for  1947-49  (table  7).  The  average  in- 
crease, however,  was  considerably 
smaller  for  the  foodprocessing  industries 
than  for  all  manufacturing  industries, 
for  which  output  averaged  63  percent 
larger  in  I960  than  in  1947-49,  according 
to  the  Federal  Reserve  Board  Index  of 
Industrial  Production. 

The     increase     in     output     of    the    food 
processing       industries      resulted   mainly 


from  the  growth  in  population  and  the  shift 
of  people  from  farms  to  cities.  The 
resident  urban  population  of  the  48  con- 
tiguous States  was  32  percent  larger  in 
1960  than  the  1947-49  average.  This 
increase  compares  with  a  rise  of  23 
percent    in  the    total    resident   population. 

Increasing  dependence  of  consumers 
on  purchased  foods  was  one  of  several 
factors  that  caused  the  output  of  the  food 
processing  industries  to  grow  faster  than 
population.  It  is  estimated  that  home- 
produced  food  accounted  for  7  percent 
of  the  total  value  of  all  foods  consumed 
by  civilian  consumers  in  this  country 
in  1959,  compared  with  about  13  percent 
in  1947.  4/  This  change  was  largely 
associated  with  the  decrease  infarm popu= 
lation.         Production     by     farm     families 


2/  An  article  also  entitled  "The  Food  Marketing  Industries  =  Recent  Changes 
and  Prospects"  covering  many  of  the  same  topics  discussed  in  the  present  article 
was  published  in  the  November  1957  issue  of  The  Marketing  and  Transportation 
Situtation. 

3/  The  index  of  total  output  by  the  food  industries  (table  7)  is  affected  by  changes 
in  processing  per  unit  of  raw  material  as  well  as  by  changes  in  the  physical  volume 
of     output.  The     over-all    index    and    group    indexes  were  constructed  by  weighting 

annual  physical  output  data  for  individual  industries  by  estimates  of  "value  added 
in  manufacture,"  based  on  data  from  the  Census  of  Manufactures.  An  industry  that 
does  more  processing  per  unit  of  product  has  a  larger  value  added  per  unit  of  product 
and  thus  has  a  greater  effect  on  the  over-all  index  than  an  industry  that  does  less 
processing  per  unit. 

4/  Burk,  Marguerite  C,  Measures  and  Procedures  for  Analysis  of  U.  S.  Food 
Consumption,      U.    S.    Dept.    Agr.,    Agr.    Handbook    206,    June  1961,  table  3.4,  pp.  40. 


-   17 


O 

LTN 

i-l         oo       CO  onvo  on  OJ 

ltnOVO        VO         H  ON  O  CO        H        -ri-   on-d"         LTNHHC 

fN                     B 

co 
pl    i 

O     4) 
P     P 

d 

•H 

i 

VD 

00 

on        H         OJ  O  on  ON  H 

LTNonH         ON        HOi-IOJ        OJ         on  o  -3-        voovoo 

J                   H 

bo  ft  3 

ON 

H 

H         J-          H  H   H          H 

i-l  i-l  -d-         H         HHHH        i- 

H         HHH 

-i            3 

p 

CO 

H 

Cu 

bO 
C 
•H 

>»    -  bap 

P    bO         cj 

p  a  —  pi 

CO   'H    CO  iQ 
Pl    J*!     OJ     O 

ON 

OJ 

i^-         OJ         VO  ONCO   OJ   H 

onoon        H        ONt^-OH        On        CM  on  H         O  H  on  r- 
LTxonco       co        OOHOJ       i-l        onO-3-       voonltno 

co 
H                co 

73    O  H    P 

d    cd  x>    P 

L/N 

on 

OJ          ON         OJ  ON  OJ   ON  H 

n              4) 

•H    ft  cd 

On 

H 

H          on         H          H          i-l 

H  H  on        H         Hi-IHiH        H         HrHi-l         HHHi- 

H               o 

p   co 

H 

o 

4)    p    4)    pj 
X!    Cd    bO  O 

P     4)    4)     4) 

S    >   d 
Ch                cd 

00 

00 

CO           OJ           LTN  OOCO   OJ    on 

VO  t—  OJ         O         t~-  LTN  onvo         CO        J-VO  m       VDVOONO 

n             co 

LTN 

OJ 

H        V0         OJ  O  OJ  ON  O 

-3"  OJ  OJ          ON         OOOO          H          OJONOn        4-VO4-0 

J                4> 

O     I    "d  H 

On 

H 

H            on           r-{    r-{    r-{           H 

HHon        rH         HHi-li-l         H         H         H         HHHi- 

1                     -H 

d  h 

H 

M 
O 
P 

p   co 
cd  p 

X!     O 

p  pl 
t3 

cd   4) 

o 

co   co 

t~ 

vo 

J-        O       j-  ltnco  on  H 

lt\vo  H       t—       on  oj  vovo       -*       oj  co  oj       avt-  oncc 

)              cd 

■H^ 

LT> 

OJ 

OJ         OJ         OJ  O  OJ  ON  o 

-*OJ-d-         t--        OOOO         H         OJCOon        roioror 

H                             fe 

o  o 

Pl 

ON 

H 

H         on        H  H  H         H 

Hi-Ion         rH          HHHH          H          H          H          HHHi- 

1 

p   P 

P        •> 

H 

«h 
O 

P 
pi 

ft 
d 

O   P 

•rH       Cd 

P     4) 

Ch    co 
P 

id  oj 
oj  j*: 

P    CJ 

NO 

ir\ 

O         H         H  LTNVO  H  ON 

HOOn       vo        Ovoonoj        i-l        ononON       voonO^ 

LTN 

OJ 

on        O         OJ  O  OJ  ON  ON 

i/Noni/N      oo       oonooj       h       honh       oni/Noni- 

1                 ft 

•H    S 

cd   cd 

ON 
H 

H 

H         on        H  H  i-l 

HHon         H          H          HH         H          H          H          HHHi- 

1                P 

3 

■d        p  p 
t)       do 

O 

a)   ••   >, 

4)   X!   T)                  P 

-       c  p  oj  a            3 

)                          H    cd  id    cd               bO 

LTN 

ON 

ltn       vd       vo  on  H  CO  ir\ 

LTNCOH           t—         VDOnHCO          t^-          onLTNLTN          ont-vov£ 

1/N 

H 

OJ        J-         H  O  OJ  CO  ON 

onHO        vo         OnOnOOn       O         OOnO         onj-OJi- 

1                 K                                                      C3 

ON 

H 

H         OJ         HHH 

H  H  on       H 

H 

(                                    S    C      1        ^                   CO 

o 

H 

a      ii  ?      to 

o 

a      p  o  co 

P                  4) 

H 

-H            CO   X!     4) 

H            pi     CO   H 

>               H         -d         P 

■h              d 
pi              cd 
o             o 

II 

-d- 

J- 

VO         OJ         OJ  CO  H  t—  O 

CO^J-ltx        H        VOOJ00VO        ltn       COHon       voononc 

LTN 

H 

H        J-         H  O  OJ  CO  ON 

OJHVO         ltn        ONONONOJ         O         HOOJ         OJonOJi- 

1                H      .    C   p    cd 

co     . 

o« 

ON 

H 

H         OJ         i-l  H  H 

HHOJ          H                              H         H          HHH          HHHi- 

i                 |S    O   i-l     O   P 

•HP            O 

_H/ 

H 

VO            C    41 

XI     4)           -H 

1 

•>ON   ;>>        bfJI       P        p 

tp    H     m    CO    4) 
P            0    41    > 
)                    O       •     d   -H 

->P           CO 
CO    pl          CD 

p  xi      a 

>J: 

on 

OJ 

on        f-       CO  lt\  f-vo  OJ 

OnltnO        vo         ltnojOnltn      vo         OOO        OJHCOC 

H 

LTN 

fl 

H         O         O  O  H  CO  ON 

(V   H   1-        J-          0\(J\  0\r-t         O          H  H  r-i          OJonOJr- 

1                 id    P     o    P   13 

o            o 

ON 
H 

H           OJ            r-t   r-\    r-\ 

HHOJ          H                             H         H          HHH          HHHr- 

1             H   ft  .H  p   g 
cd    4)    jj    CO    CD 

pi  p       -d 
-d   pi 

13    CO     o    pi 

o  g       -a 
P   cd        cu 

tu  id    co 

4)      *  q_|    C    P 

ft  4i        d 

CM 

8 

LTN            LTN            LTNONJ-VO    OJ 

O        00         O  CO  O  CO  ON 

OJOH                      VOonONt-                        JHOJ         VOOJOJO- 

1                   1)    CO    (J-Hrl 

ft       i-i 

LTN 

OJHOJ        -d         ONONONH        O         OnHOn        HOJonC 

>                CO  OJ    o          pi 

d               Ch 

ON 

H 

i-l         H         H         H 

H  H  OJ         H                                       H               H 

H  H  H  i- 

1                         OJ     CJ    4)    P 

4)  t3          4) 

H 

CO    H          X!   <P 

id  §     * 

OJ            OJ    P 

><!    •  x:       -d 

H                 Cm 

41   H    P   id     41 

01     •>         O 

H 

VO 

O         J-         OJ  O  onvo  H 

-*C0-d-                    trvOJOOO                   OJHltn        OonHur 

\              t3  H          5    co 
>                C    pi  Cm    3    CO 

P    -H 

LTN 

o 

O        vo         O  ON  O  CO  ON 

OJHCO         on        ONONONOJ        O        ONC0ON        hhhc 

P          P 

ON 

H 

H          H          H          H 

HHHH                           r-<         <-< 

H  H  H  i- 

1               H  CP    O          4) 

t3  p        pi 

H 

4)       .POO 

d   4i        ft 

cd  x!        p 

co  xi   P  H  P        bp       pi 
cuopiCDP'dccT        o 

O 

-* 

i — 

VO          OJ   LTN  J-  OJ   H 

-a-       o  o  o  on  on 

VOJ-CO         t—        HC0C0C0         CT1        OJ-d-LTN        OJVOJ-i- 
O   O   LO>          ON          ONCO    CT\  CTn         O           OJHOJ           HHOr- 

X!    4)  P   x>           (S    ft 

lt\ 

O 

C 

P  Eh    pi          —  4)    co         <p 

ON 

H 

i — 

H          H  H  H 

H  H  H 

H 

O    G    CO    p                  O 

H 

bo    -       ?  p  x>  id 

a      •    4)    O    O          C          CO 
-H     P    X!    X!     Pi      1      3           4) 

ON 

H 

on       O        o  t— j-  on  on 

-4-OJOJ        on       OJOnOnua       oj        opcc 

ltn  on  ONCC 

P    bp  P    co  T3 
O  <q                O    co 

p 
•H         cd 

-* 

O 

ON           0, 

O  O  O  ON  ON 

OOOJ         O         ONCO  ONO         O         OHOn        OHONO 

\                pi           CO   p    P   P 

a   •  a 

ON 

H 

H 

iH   r-{    r-i           r-i                                                  H            r-\   H 

H  H 

P      •    P    O    ft  O 

O    bO  H 

H 

p  p    41    a         3 

p  d  p 
3  H   co 

eg   ft  >         l^itf 
c  i>  o  co  p  o 

O  H     CJ     4)   iH    p 

CJ    CO    4) 

cd  ca 

CO 

00 

vc 

CC 

co  OJ  ltn  onco 

QNOON        ON        OJonHON        o 

t—  CO  CO  r- 

CJ                H    cd    ft 

a  oj  73 

-* 

ON 

ON 

ON  ON  ON  O    ON 

OnOOn        ON        OOOON        c 

ONO  CC 

ON  ON  O   O 

\                   •   co   p  d 

P   d 

ON 

H 

H 

HHH 

H 

H 

c  co  id  p        >j 

~-d  cd 

H 

1H       .     O     CO   H     P 

CD     O    pi    3    4) 

co 

bona    co 

id       «p  "d  h  jxi 

d   cd  H 

OJ      •> 

d   cj  cd 

■H  i-i  r-{ 
P     3   -H 

t- 

H 

LTN 

i-l  H  H  on  O 

t—CO  O 

VOCTnHltn        ON        ONVOVC 

00   ON  OJ    i- 

co  co 

e  -h  4)  x> 

-* 

O 

O 

ON        O  O  O  O  H 

ON  ONCC 

ON        OOOON        ON        OOOi- 

ONCO    ON  r- 

pi    LTN 

P       ft      p  co  g 

ON 

H 

i— 

t-t    r-i    H    r-\    H 

HHH 

H          r- 

i- 

ON 

cd    4)   co   ••>  !> 

H 

CO  H 

•d    i 

ch  -d         P    cd   bO  p 
pi     ^  pi  H   d    3 

•• 





•     * 

..    . 

• 

..    . 

••  • 

• 

..    . 

..    . 

• 

• 

• 

..    . 

..    . 

• 

• 

• 

••   s& 

73  H  .M    O  «h  H    bO 
4)    o  H  H          P    pT 
CQ    d  H  ch      ^  d    co 
CO  -H    H          hO  P 

P   ON 

OJ  H 

a 

4J                73    d    O    41 

v  p  id    4)  H   cd   d 

!>j 

■d  <o 

O    cd  -H    P  H  Cw    cd 
P  p    pi    3  H   pi    o 

P 

CO 

co 

2  4) 

3  p 
cd 

-p 

(0 

m 

d 

-P 
U 

cu   co   cc 
h  oj  a 

ft  p  H    ft  -H    c    t 

<P  oj   a  3  > 

pi 

o 

4) 

X)   H  i- 

H 

cd  p 

S  co        p        a   cd 

-d 

o 

co 

a)  x>  x 

•H 

P   CO 

p   ft  i    ft  d        P 

c 

<P 

cr 

co 

P    CO    Ct 

o 

cd 

O    pl                 P    CO 

■H 

b 

3 

OJ 

0)   -P   +■ 

■d  id 

P    O    CO 

■d    O  P  Ch 

-d  col 

a 

b 

3 

73 

M   OJ    4 

bO 

4) 

O     P    P 

§  °§° 

[3 

0. 

(1)    W  b 

0 

Ch  P 

cd   bD  v 

d 

C 

>  oj  a 

CO    H 

O   -H 

Ch           P> 

PHP 

cd    ft 

<H 

iC 

OJ 

>  5 

P    JsJ 

c 

^73 

d   oj  ft  pi 

3 

a 

N 

-d 

CV 

1) 

o  o 

P   C3 

H    P    O 

4)    ft          ft 

!>>  O 

73 

a 

>J    O 

C  t)  T 

ca 

5  ° 

o 

H  P    P 
CO    CQ    P 

-d       ih-p 

P       P 

41 

cr 

H    (-i 

cd   a 

a 

-p 

id   o 

h 

3              H    4) 

C      -v  O    pl 

-P    w 

CO 

a 

P      '    -H    <P 

DOB 

a. 

O             CO 

o 

c: 

P  X! 

d  . 

4i  eg        o 
H  >d  p 

(0 

co 

c_ 

co 

t 

d  H  -P 

id  3   o 

M    T3 

•i- 

ft  P 

P  d   >j 

pi 

tu 

c 

■P  a  ' "  t) 

p  co  a 

p 

cr 

Pi  C 

i — 

T1     _! 

o  d   P 

xi  g  pi  co 

-d 

o 

f- 

co  -p  cu  73  a 

u       p  pi  o   li  d 

•H    P    -1- 

a 

o  ai  3   b 

o      ■+- 

3 

P    d 

ch  h  tH 

3  ft  p 

c 

O 

a 

c 

S  ii  t 

CC 

Jh   S  ^   c 

t 

^ 

ca 

T- 

O    H 

cd 

1     O  P    41 

M 

u 

4- 

O^^l-P 

^  2  E 

Pi          O  i- 

P 

0    W         E 
O    C     4) 

co 

!>!         d 

ft  pi  > 

ft 

C. 

T 

p*       cj  as  e 

"C 

id    U  r~ 

■c 

4)    CO 

CU     .          co 

a  o  o 

i" 

c 

■o  >>      p  3 

ch  V 

g 

mill 
ur  an 
eal  p 

c 

41 

a)  -h  c  p 

id  p 

■d  *  ">P 

O            CJ 

>J 

7P 

a 

O    t,  H  -P    <1) 
P    a>    CO    d    p 

■d 

f- 

a 

C    C   H    4 

o 

d   o  co   o 

CJ     CO 

p 

c 

i 

oj  id   c 

c 

M 

cd 

a)    01    h    > 
H    P     3 
H    U    bD  c 

cd   pi 

•H  H  ti  5 

P    !«! 

O 

-P 

c 
e 

> 

M           f- 

■>           Pi   fl     p    CU    O 

co   oj   a 
co   a    ^ 

cr 

a 

> 

•    O 

-d 
p   O 

oj  cd  d 

4)  XI    OJ    o 

bD  4)  4) 
d   >  -d 

o 

4- 

>»   CJ    P     d    OJ 

oj  q  c 

o  3  t- 

r- 

C    O    f-i    C 

t. 

3   cd   a 

4)    o   h    *- 

O  P 

PH     PL| 

^      a  p 

in   o   d 

cd 

+ 

P 

P    P    cct    O    o 

Ji 

•H   H    OJ   i- 

a 

°  «s  is  c 

CO  OT  S  U 

d  O   H 

ch 

a 

•H  O  S   O   H 

out 

c. 

cd  Pn  o  cr 

bpK  K 
ra 

4) 

H 

a 

* 

CO 

p 

£ 

£ 

5 

•H 

^    H 

H|  O 

~-^P    OJ  H 
OJ 1  CO    ^j   H 

cd  ooilj^ 

OJ 

5! 

di 

H 

p. 

B 

H 

-  11 


accounted  for  75  percent  of  the  total 
value  of  home -produced  foods  in  1959, 
down  from  82  percent  in  1947,  _5_/  This 
decline  reflects  the  increased  dependence 
of  farm  families  on  purchased  foods  as 
well  as  the  drop  in  farm  population., 
Much  of  the  home-produced  food  consisted 
of  meat  products,  dairy  products,  pro- 
cessed fruits  and  vegetables,  and  other 
products  similar  to  those  produced  by 
the  food  manufacturing  industries.  Esti- 
mates of  the  value  of  home-produced 
food  do  not  include  the  value  of  food 
products  made  in  the  home  from  purchased 
raw  materials,  for  example,  bread  made 
from  purchased  flour.  Home  baking, 
canning,  and  other  processing  of  foods 
from  purchased  raw  materials  also  has 
declined  in  recent  years. 

In  earlier  years,  many  farmers  pro- 
cessed food  products  for  sale.  By  1947, 
however,  these  products  made  up  only 
a  little  more  than  1  percent  of  the  total 
value  of  food  products  produced  by 
farmers,  so  the  continued  decline  in  sales 
of  farm-processed  products  has  accounted 
for  little  of  the  growth  in  the  output  of  the 
food  processing    industries  since  1947.  6/ 

The  volume  of  food  products  processed 
in  retail  and  wholesale  establishments 
probably  has  decreased  since  1947.  In 
earlier  years,  many  operators  of  retail 
butcher  shops  did  some  slaughtering  of 
meat  animals  and  poultry.  Until  a  decade 
or  so  ago,  much  of  the  poultry  consumed 
by  nonfarm  families  was  *  slaughtered  in 
retail  and  wholesale  establishments.  The 
big  jump  in  output  of  industries  process- 
ing poultry  and  eggs  (table  7)  reflects 
in  part  the  rapid  increase  in  the  pro  = 
duction  of  broilers  and  turkeys  since  1947. 
But     it    also    reflects    the    shift   of    slaugh- 


tering from  establishments  that  mainly 
engaged  in  retail  and  wholesale  trade 
to  establishments  that  specialized  in 
slaughtering  and  dressing  poultry.  It  is 
likely  that  baking  in  retail  bakeries  has 
declined  in  recent  years,  and  a  smaller 
volume  of  ice  cream  now  is  made  in 
retail  stores.  7/ 

Consumers  now  are  buying  more  highly 
processed  products  than  in  earlier  years. 
For    example,  they  are  more  likely  to  buy 
bread    than    flour.        Thus,    the    consumer 
buys     a   product   that    has    been  processed 
by   two    industries    rather   than   one.       The 
larger    increase  in  output  shown  in  recent 
years     by    the    bakery    industry    compared 
with  the    flour    and  meal  industry  reflects 
this    change    (table    7).       The  proportion  of 
their  fruits  and  vegetables  that  consumers 
buy     in    processed    form    has     increased. 
In  1958,  commercially  processed  products 
(canned,    frozen,    and  dried)  accounted  for 
49    percent    of  the    consumption   of  fruits 
and    vegetables     (fresh-weight    equivalent 
basis)  compared  with  38  percent  in  1947.  8/ 
The    use    of    processed    potatoes   has    in- 
creased greatly.    In  1  960,  about  25  percent 
of    the    potatoes    marketed   for   food  were 
sold    to     consumers     in    processed    form, 
compared  with  14  percent  4years  earlier. 

The  output  of  convenience  foods  has 
climbed  steadily  in  recent  years.  In 
1959,  the  food  industries  produced  more 
than  a  billion  pounds  of  frozen  prepared 
foods  --  double  the  volume  5  years 
earlier.  Output  of  many  other  convenience 
foods  has  made  big  gains.  These  foods 
are  used  widely  in  homes  and  in  res- 
taurants and  other  eating  places.  Many 
operators  of  eating  places  buy  portion- 
control  meats  that  have  been  prepared 
in  portions  of  equal  size  and  other  products 


5/  Burk,  Marguerite  C,  Trends  and  Pattern  in  U.  S.  Food  Consumption,  U.  S. 
De"pt.  Agr.,  Agr.  Handbook  214,  June  1961,  table  6.2,  pp.  91. 

6/  Burk,  Marguerite  C,  Consumption  of  Processed  Foods  in  the  United  States, 
U.~S.  Dept.  Agr.,  Mktg.  Res.  Rpt.  409,  June  1960,  table  1,  pp.  9. 

7/  The  number  of  retail  bakeries  with  baking  on  the  premises  enumerated  in 
the~Census  of  Retail  Trade  declined  from  15,686  in  1948  to  11,901  in  1958.  Some  of  the 
establishments  enumerated  in  1948  may  not  have  had  paid  employees,  and  for  that 
reason,  would  not  have  been  enumerated  in  1958, 

8/  Waldorf,  William  H„,  Output  of  Factories  Processing  Farm  Food  Products  in 
the  United  States,  1909-58,  U.  S.  Dept.  Agr.,  Tech.  Bui.  1223,  table  10,  p.  25. 
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that  have  received  extra  processing. 
Rising  labor  costs  have  caused  some 
restaurants  to  buy  the  more  highly  proc~ 
essed  foods  rather  than  do  the  processing 
themselves,  Although  convenience  foods 
are  substituted  mainly  for  other  processed 
foods,  they  required  more  processing  per 
unit  than  most  of  the  food  they  replace, 
so  the  substitution  increases  the  output 
of  food  processing  services., 

Some  of  the  food  industries  surged  ahead 
much  faster  than  others.  Output  of  the 
poultry  and  processed  eggs  industry  was 
five  times  as  large  in  I960  as  in  1947- 
49.  The  frozen  fruits  and  vegetables 
industry  had  a  fourfold  increase,  and 
output  of  the  pickles  and  sauces  and 
shortening  and  cooking  oil  industries 
doubled.  Among  the  industries  whose 
output  increased  less  than  the  average 
were  those  producing  flour  and  meal, 
cereal  products,  bakery  products,  and  ice 
cream  and  frozen  desserts  (table  7). 
Output  of  the  creamery  butter  and  raw 
cane  sugar  industries  was  about  the  same 
in  1960  as  in  1947=49.  The  concentrated 
milk  industry  had  a  smaller  output  in 
1960  than  in  1947  =  49.  9/ 

The  postwar  recessions  had  little,  if 
any,  effect  on  the  output  of  the  food 
industries.  In  1949,  the  first  postwar 
recession  year,  output  was  slightly  larger 
than  in  1948.  The  downturn  in  business 
in  1948  came  too  late  to  account  for  the 
slight  decrease  in  output  that  year.  During 
the  1953-54,  1957=58,  and  1960-61  reces= 
sions,  output  continued  to  grow. 

Prospective  Trends 

Continued    growth    in   output    of  the  food 
processing      industries     is      in     prospect, 


mainly  because  of  population  expansion. 
But  some  factors  that  have  caused  output 
to  increase  faster  than  population  will 
contribute  less  to  growth  in  the  years 
ahead.  Farm  processing  of  food  products 
for  sale  and  processing  in  retail  and 
wholesale  establishments  have  already 
declined  to  such  an  extent  that  further 
decreases  will  scarcely  affect  the  food 
processing  industries.  Movement  offarm 
families  to  nonfarm  homes  will  continue 
to  swell  the  demand  for  the  output  of 
these  industries,  but  perhaps  not  as  much 
as  in  recent  years.  Farm  families  are 
buying  a  larger  part  of  their  food  now, 
so  movement  to  off-farm  homes  causes 
less  increase  in  purchases  of  food. 

The  output  of  processed  foods  will  con- 
tinue to  grow  faster  than  the  population. 
Consumers  will  continue  to  substitute 
processed  foods  for  unprocessed  foods 
and  highly  processed  for  less  highly 
processed  foods.  Technological  improve  = 
ments  in  processing,  such  as  dehydro- 
freezing,  freeze  drying,  dehydration,  and 
asceptic  canning,  will  increase  sales  of 
processed  products.  Further  increases 
in  consumer  incomes,  improvements  in 
quality,  and  spreading  knowledge  of  these 
products  are  expected  to  increase  the  use 
of  convenience  foods. 

Fewer  Plants  in  Food  Processing  Industries 

The  total  number  of  plants  in  the  food 
and  kindred  products  group  of  industries 
has  been  declining  for  about  three 
decades.  10/  In  the  28  industries  whose 
primary  products  are  foods  manufactured 
from  domestic  farm~produced  raw  ma= 
terials,  26,547  plants  were  enumerated 
in  1958,  down  from  27,795  in  1954  and 
29,630  in  1947  (table  8).  11/ 


9/  Includes  plants  manufacturing  condensed  and  evaporated  milk,  nonfat  dry  milk, 
and  related  products. 

10/  Census  data  are  for  establishments,  which  generally  are  plants.  An  establish- 
ment "is  classified  in  a  particular  industry  if  its  production  of  the  primary  products 
of  that  industry  exceeds  in  value  its  production  of  products  of  any  other  single 
industry." 

11/  These  28  industries  are  all  in  the  food  and  kindred  products  group.  This 
group  includes  17  additional  industries  whose  primary  products  are  beverages, 
confectionery  products,  ice  and  other  nonfoods,  seafoods,  and  other  foods  produced 
from  nonfarm  raw  materials.  The  total  given  for  1947  includes  fluid  milk  plants 
enumerated  in  1948  instead  of  1947. 
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Footnotes  to  table  8. 

l/  For  some  industries  data  for  1958  are  not  strictly  comparable  with  those  for  195*4-  and  19*4-7.  Because 
of  a  change  in  industry  definitions,  some  industries  include  plants  with  types  of  activities  not  included 
in  the  earlier  years  and  some  do  not  include  plants  previously  included.  The  tabulation  below  shows  1958 
data  for  establishments  classified  according  to  the  industrial  classification  system  used  for  the  195*4- 
Census;  data  are  shown  only  for  those  industries  for  which  changes  in  industry  definitions  caused  signif- 
icant differences: 


Industry 


Establish- 
ments 


Value  of 
shipments 


Value  added  by  manu- 
facture, adjusted 


Number 


Mil.  dol. 


Mil.  dol. 


Poultry  dressing  plants  1,131  1,685  266 

Natural  cheese  1,290  76*4-  127 

Condensed  and  evaporated 

milk  296  78*4-  180 

Special  dairy  products  203  273  6l 

Canned  fruits  and  vegetables  1,652  a/  3,023  1,2*1-3 

Pickles  and  sauces  705  a/  6*4-6  203 

Frozen  fruits  and  vegetables  303  a/  690  219 

Biscuits  and  crackers 299  95^  506 

a/  Value  of  production 

2/   Adjusted  value  added  for  195^  and  1958;  unadjusted  value  added  for  19*4-7-   Adjusted  value  added  "equals 
value  of  shipments  (including  resales  of  finished  products)  less  cost  of  finished  products,  materials,  sup- 
plies, fuel,  electrical  energy,  and  contract  work,  plus  the  net  change  in  value  of  inventories  of  finished 
products  and  work-in-process  between  the  beginning  and  end  of  the  year,  without  adjustment  for  price  change.' 
Unadjusted  value  added  does  not  include  the  value  of  resales  of  finished  products  and  no  deduction  is  made 
for  their  costs,  nor  does  it  include  the  net  change  in  the  value  of  inventories. 

3/  Includes  manufacturers'  wholesale  branches  that  manufactured  prepared  meats. 

%]   Data  for  19*4-8. 

5/  Except  for  the  dehydrated  fruits  and  vegetables  industry,  data  are  given  for  value  of  production 
rather  than  value  of  shipments. 

6/  Includes  plants  manufacturing  pickled  fruits  and  vegetables,  vegetable  sauces  and  seasonings,  and 
salad  dressings. 

7/  Includes  baby  foods,  soups  (except  sea  food  soups),  "native  foods,"  health  foods,  and  other  canned 
specialties. 

8/  Includes  data  for  margarine. 

Compiled  from  Census  of  Manufactures,  1958,  195*)-,  and  19*4-7. 
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The  number  of  plants  declined  in  1 9 
of  the  28  food  processing  industries. 
Industries  with  the  largest  percentage 
reductions  in  plants  from  1947  to  1958 
were;  Creamery    butter     (44    percent), 

raw  cane  sugar  (39  percent),  flour  and 
meal  (35  percent),  condensed  and  evapo- 
rated milk  (34  percent),  cereal  products 
(33  percent),  and  cottonseed  oil  (32  per- 
cent), (In  comparing  the  number  of  plants 
data  given  in  footnote  1  to  table  8  were 
used       where        available.  For      some 

industries,  data  for  1958  are  not  strictly 
comparable  with  those  for  1954  and  1947), 
Of  the  19  industries  that  had  fewer  plants 
in  1958  than  in  1947,  more  than  half 
showed  decreases  in  both  1954  and  1958. 
But  in  four  industries- -flour  and  meal, 
raw  cane  sugar,  beet  sugar,  and  soybean 
oil=-all  of  the  decrease  was  between 
1947  and  1954.  In  the  other  four  industries 
that  had  fewer  plants  in  1958  than  in 
1947,  all  of  the  decrease  came  between 
1954  and  1958.  These  industries  were: 
Fluid  milk,  blended  and  prepared  flour, 
shortening  and  cooking  oil,  and  macaroni 
and  spaghetti., 

In  8  of  the  28  food  processing  industries, 
the  number  of  plants  was  larger  in  1958 
than  in  1947,  Percentage  increases  were 
largest  for  the  following:  Poultry  dress- 
ing plants  (105  percent),  special  dairy 
products  (46  percent),  and  meat  packing 
plants  (30  percent).  Of  these  8  industries, 
5  showed  increases  in  both  1954  and 
1958;  Meat  packing,  prepared  meats, 
special  dairy  products,  wet  corn  milling, 
and  dehydrated  fruits  and  vegetables. 
In  the  frozen  fruits  and  vegetables  and 
cane  sugar  refining  industries,  decreases 
from  1947  to  1954  were  more  than  offset 
by  increases  from  1954  to  1958.  After 
more    than    doubling    from    1947    to   1954, 


the  number  of  poultry  dressing  plants  de- 
clined about  14  percent  from  1954  to  1958. 
The  classification  for  the  canned 
specialties  industry  first  appeared  in  the 
1958  Census  tabulations  (table  8).  Inearlier 
enumerations,  plants  included  in  this 
classification  were  counted  in  other  in- 
dustries, mostly  in  the  canned  fruits 
and  vegetables  industry. 

Output  increased  in  all  of  the  industries 
that  had  more  plants  in  1958  than  in 
1947,  except  possibly  in  the  special  dairy 
products  and  dehydrated  fruits  and 
vegetables  industries.  Output  of  poultry 
processing  plants=-the  industry  that  had 
the  biggest  percentage  increase  innumber 
of  plants- -was  about  four  times  as  large 
in  1958  as  in  1947  (table  7).  12/  Increased 
output  of  dehydrated  potatoes,  a  rela  = 
tively  new  product,  may  have  caused  the 
growth  in  the  number  of  plants  in  the 
dehydrated  fruits  and  vegetables  industry. 

Slow  growth  or  decreases  in  output 
accounted,  at  least  partially,  for  the 
reduction  in  the  number  of  plants  in  a 
few     industries.  Output    of    the     cereal 

products  industry  increased  8  percent 
from  1947  to  1958--much  less  than  the 
average  for  all  the  food  processing  in- 
dustries--with  the  number  of  cereal 
products  plants  decreasing  by  a  third. 
Output  of  the  condensed  and  evaporated 
milk  industry  (also  known  as  the  con- 
centrated milk  industry)  was  11  percent 
smaller  in  1958  than  in  1947  and  the 
number  of  plants  in  the  industry  decreased 
34  percent.  Other  industries  that  had 
fewer  plants  in  1958  than  in  1947  and  a 
decrease  or  only  a  slight  increase  in 
output  were:  Creamery  butter,  icecream 
and  frozen  desserts,  flour  and  meal, 
and  bread  and  related  products.   13/ 


1 2/  This  industry  includes  plants  that  dry,  freeze,  and  break  eggs  as  well  as 
plants  that  process  poultry,  rabbits,  and  small  game. 

1  3/  The  indexes  of  output  given  in  table  7  were  used  where  available  in  comparing 
changes  in  output  and  in  plant  number.  It  is  not  always  possible  to  ascertain  from 
Census  data  whether  output  of  an  industry  increased  or  decreased.  The  value  of 
shipments  (or  --  for  a  few  industries  =-  the  value  of  production)  is  the  only  figure 
given  by  the  Census  relating  specifically  to  the  output  of  an  industry.  These  figures 
reflect  price  changes  and  shipments  between  plants  as  well  as  changes  in  final 
physical  output.  The  Census  provides  physical  quantity  data  for  most  individual 
products,  but  these  data  cover  shipments  by  plants  in  industries  other  than  the 
industry  for  which  the  product  is  a  primary  product. 
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Technological  change  was  a  major  cause 
of  the  decrease  in  number  of  plants» 
Many  food  processing  firms  have  built 
new  plants  or  have  installed  new  equip- 
ment and  modernized  and  enlarged  existing 
plantso  In  some  instances  improved,  new 
equipment  and  processes  were  suitable 
only  for  a  relatively  large  planto  More- 
over, since  a  company  generally  builds 
a  plant  or  installs  equipment  to  accommo- 
date an  expected  increase  in  output,  new 
or  modernized  plants  were  often  bigger 
than  the  plants  they  replaced0  Because 
of  the  increase  in  the  number  of  large 
plants,  products  could  be  turned  out  by- 
fewer  plants. 

Many  older  and  smaller  plants  were 
closed  because  they  could  not  compete 
successfully  with  the  newer  and  larger 
plants.  Generally,  the  newer  plants  had 
lower  unit  costs  of  production  than  the 
Older  ones  and  sometimes  their  products 
were  superior  in  quality,,  Though  large 
plants  generally  would  ship  products 
farther  than  small  plants,  apparently 
economies  of  scale  inmost  instances  more 
than  offset  greater  distribution  costs. 
Overcapacity  in  some  industries  caused  by 
building  and  modernization  of  plants  made 
competition  for  the  smaller,  older  plants 
more  difficult.  Shortage  of  capital,  an 
inadequate  or  uncertain  supply  of  raw 
materials,  and  other  unfavorable  pro- 
spects caused  many  plants  to  be  closed 
rather  than  modernized.   14/ 

Mergers  of  companies  accounted  for 
part  of  the  reduction  in  plant  numbers. 
Companies  formed  by  mergers  often  con- 
centrated production  in  their  most 
efficient  plants  and  closed  their  least 
efficient  plants,  frequently  the  smaller 
ones.  Many  food  processing  companies 
have  merged  since  1947.  A  survey  of 
598  companies  in  the  dairy  products; 
canning,  preserving,  and  freezing;  baking; 
and  vegetable  and  animal  oils  industries 
was    conducted    covering   the   years    1952- 


58.  Out  of  this  total,  139  companies 
reported  acquisitions  from  other  compa- 
nies, 28  reported  disposals,  and  23  re- 
ported  both  acquisitions  and  disposals.  15/ 

The  increase  in  average  capacity  per 
plant,  caused  by  the  building  of  large 
plants  and  closing  of  small  ones,  is 
indicated  by  the  increase  in  average 
output  per  plant  in  most  food  processing 
industries  from  1947  to  1958.  Total 
output  increased  during  this  period  in  all 
but  3  or  4  of  the  19  industries  in  which 
the  number  of  plants  decreased.  In 
3  industries  in  which  output  declined 
--  condensed  and  evaporated  milk,  ice 
cream  and  frozen  desserts,  and  flour 
and  meal  -«■  the  number  of  plants  de  = 
creased  by  a  larger  percentage  than 
the  decrease  in  total  output.  In  2  of 
the  8  industries  in  which  the  number 
of  plants  increased  --  poultry  dressing 
and  frozen  fruits  and  vegetables  --  total 
output  increased  by  a  much  larger  per- 
centage than  the  increase  in  the  number 
of  plants.  Output  in  the  wet  corn  milling 
industry  expanded  by  a  slightly  larger 
percentage  than  the  increase  in  the  number 
of  plants.  But  in  the  meat  packing  and 
prepared  meats  industries  the  number 
of  plants  increased  by  a  larger  per- 
centage than  output.  Data  on  output  are 
not    available    for     3    of  the    8    industries. 

More  Large  Plants 

In  the  21  industries  for  which  com- 
parable data  are  available  for  1947  and 
1958,  the  number  of  large  plants  (those 
having  from  100  to  500  employees)  in- 
creased 24  percent  (table  9).  There 
were  also  a  few  more  very  large  plants 
(500  or  more  employees).  But  the  num- 
ber  of  medium-size  plants  (20-99  em- 
ployees) decreased  13  percent  and  small 
plants   (1-19  employees)  3  percent. 

Of  the  total  number  of  plants  in  these 
28     industries,     12    percent    were     in    the 


14/  Technological  developments  affecting  changes  in  the  number  of  plants  in  the 
individual  food  processing  industries  were  discussed  more  fully  in  the  article  cited 
in  footnote  2. 

15/  Nelson,  Paul  E.  Jr.  and  Paul,  Allen  B.,  Ownership  Changes  by  Purchase  and 
Merger    in   Selected  Food  Industries,  U.  S.  Dept.  Agr.,  Mktg.  Res.  Rpt.  369,  Oct.  1959. 
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Tal  le  ~  .—Number  of  food  manufacturing  establishments,  by  size  of  work  force  1958, 

195U,  and  19^7. 


and 

•.ear 

:     Total 

:  establishments 

Establishments  with 

an  average 

of  - 

Ir.d-;str;. 

1-19      ;'    20-99     ! 

employees  \   employees  ] 

100-1*99 
employees 

\ 500  or  more 
)  employees 

:    ...in.  er 

Number       Number 

Number 

Number 

Meat  packing  tdIe 

1953  

195^   

19U-  

Prepared  meats 

1953  

195^  

19**  ~ 

Poult rv  and  dressings 

1958' : 

195^ 

19^7 

Car.r.ed  fruits  and  vegetables 

195? 

195^  

19^  

draped  frui~s  and  vegetables 

1953  

195^  

19^7 

Pickles  ar.d  sauces 

1953  

195^  

19^7  

Frozen  f raits  and  vegetables 

1958  

195^  

19^7 

Flour  and  meal 

1958  

195U  

19^7 

Cereal  preparations 

1953  

195^  

19^7 

Rice  milling 

1958  

195^  

19^7 

Blended  and  prepared  flour 

1958  

195^  

19^7 

Wet  corn  milling 

1958  

195^  

19^7 

iread  and  related  products 

1958  

195^  

19^7 

Biscuit  and  crackers 

1958  

195^  

19^7 

Raw  cane  sugar 

1953 

195^  

19^7 


2,801 
2,367 
2,153 

1,1*9** 
1,316 
1,261* 

1,233 
1,309 

557 

1,607 
1,758 
2,265 

161 
ll*8 

1U6 

619 

717 
7^3 

1*26 
266 
291 

8ll* 

803 

1,21*3 

1*3 
1*6 
6k 

73 


117 
131 
122 

59 
58 
55 

5,985 
6,103 

6,797 

33^ 
311 
326 

50 
h9 
82 


1,8214. 

668 

231 

78 

1,1*31* 

627 

220 

86 

1,321 

559 

187 

86 

998 

37*+ 

116 

6 

881 

332 

97 

6 

753 

1*29 

71* 

8 

639 

388 

203 

3 

816 

31*8 

11*1+ 

1 

2l*8 

265 

1*3 

1 

69I* 

627 

266 

20 

760 

715 

25I+ 

29 

1,027 

926 

285 

27 

9>* 

1*1 

?', 

1 

°h 

1*2 

2] 

1 

9 

1*0 

10 



klk 

157 

1*7 

1 

1*97 

161 

58 

1 

1*9** 

200 

1*6 

3 

163 

138 

111 

11* 

98 

10l* 

59 

5 

111 

128 

51 

1 

561* 

171 

75 

1* 

5^3 

175 

80 

5 

860 

281* 

93 

6 

18 

11 

9 

5 

19 

13 

8 

6 

31* 

lit 

10 

6 

21 

1*3 

'* 



22 

51 

7 

— 

29 

1*9 

10 

— 

87 

18 

10 

2 

97 

21 

11 

2 

91 

23 

8 



33 

12 

5 

9 

37 

9 

3 

9 

31* 

9 

1* 

8 

3,836 

1,1*1*1 

665 

1*3 

1*,079 

1,371 

611 

1*2 

l*,i*78 

1,71*7 

53U 

38 

131 

115 

61 

27 

m 

78 

62 

28 

139 

84 

78 

25 

6 

37 

7 



6 

37 

6 

— 

19 

1*9 

11* 

— 
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Table  9  . — Number  of  food  manufacturing  establishments,  by  size  of  work  force  1958, 

1954,  and  19^7. --Continued 


Industry  and  year 


Total 
establishments 


Establishments  with  an  average  of  - 


1-19 
employees 


20-99 
employees 


IOO-499 
employees 


500  or  more 
employees 


:   Number 

Cane  sugar  refining  : 

1958  :       28 

1954  :       23 

1947  :       25 

Beet  sugar  : 

1958  :       66 

1954  :       65 

19^7 :       74 

Shortening  and  cooking  oils  : 

1958  :      105 

1954  :      135 

19^7 :      127 

Cottonseed  oil  mills  : 

1958 :      211* 

1954  :      286 

19^7 :      315 

Soybean  oil  mills  : 

1958  :      117 

1954  :       88 

19^7 :      133 

Macaroni  and  spaghetti  : 

1958  :      214 

195^  :      233 

1947 : 226 

Total  : 

1958  :   16, 560 

195^  :   16,292 

1947  :   17,096 

Creamery  butter 

1958  

195^  

Natural  cheese  ' 

1958  

195^  

Condensed  and  evaporate  milk 

1958  

195^  

Ice  cream  and  frozen  desserts         : 

1958 : 

195^  : 

Special  dairy  products  : 

1958  : 

195^  : 

Fluid  milk  : 

1958  : 

195^  : 

Total  : 

1958  :    9,880 

195^ :   11, 503 


1,058 
1,262 

1,203 
1,^19 

313 
359 

1,382 
1,587 

107 
187 

5,817 
6,689 


Number 


Number 


9,773 

9,786 

10.033 


4,564 
4,46o 
5,232 


830 
i,oi4 

203 
216 

1,043 
1,237 

149 
176 

111 
167 

171 
163 

928 
1,110 

394 

4l8 

72 
126 

25 

45 

3,580 

4,678 

1,723 
1,579 

6,564 
8,332 

2,665 
2,597 

Number 


1,990 
1,807 
1,602 


25 
32 

11 

6 

31 
29 

59 
55 

10 

15 

491 
412 


Number 


3 

5 

6 

14 

— 

4 

5 

14 

1 

3 

6 

15 

— 

10 

55 

1 

— 

5 

59 

1 

— 

8 

65 

1 

25 

36 

41 

3 

54 

34 

45 

2 

55 

37 

33 

2 

51 

151 

12 



48 

219 

19 



53 

246 

16 

--- 

34 

66 

15 

2 

19 

50 

18 

1 

55 

63 

14 

1 

138 

55 

21 

... 

149 

64 

20 



135 

69 

21 

1 

233 
239 

229 


24 
20 


627 
549 


25 

25 


Compiled  from  Census  of  Manufactures,  1958,  1954,  and  1947. 
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large  plant  group  in  1958,  compared  with 
9  percent  in  1947.  Plants  in  the  very 
large  plant  group  represented  between 
1  and  2  percent  of  the  total  in  1958, 
about  the  same  proportion  as  in  1947. 
The  medium- size  group  accounted  for 
about  28  percent  of  the  total  number 
in  1958,  down  from  about  31  percent  in 
1  947=  Small  plants  --  the  largest  group  -- 
made  up  about  59  percent  of  the  total 
in  both  years. 

Though  more  than  half  of  the  total 
number  of  plants  in  these  28  industries 
were  small,  plants  in  this  group  accounted 
for  only  about  6  percent  of  the  total 
value  added  by  manufacture  in  1958; 
medium- size  plants  accounted  for  about 
21  percent  of  the  total;  large  plants, 
44  percent;  and  very  large  plants,  29 
percent.  Compared  with  1947,  the  per- 
centage  in  1958  was  the  same  for  small 
plants,  slightly  smaller  for  medium- size 
plants,  and  slightly  larger  for  large  and 
very  large  plants. 

The  number  of  small  plants  decreased 
in  each  of  the  6  dairy  products  industries 
from  1954  to  1958,  and  the  number  of 
medium- size  plants  declined  in  4.  But 
in  4  out  of  the  6,  the  large  plants  in- 
creased.  Comparable  1947  data  are  not 
available  for  these  industries.  Twenty- 
five  plants,  or  less  than  1  percent,  in 
these  6  industries  were  in  the  very-large- 
plant  group  in  both  1947  and  1958.  The 
large- size  group  accounted  for  6  percent 
of  the  total  plants  in  1958,  compared 
with  about  5  percent  in  1954;  the  medium- 
size  group  had  27  percent  in  1958  and 
about  23  percent  in  1954.  The  proportion 
in  the  small  size  group  decreased  to 
66  percent  in  1958  from  72  percent  in 
1954. 

Prospective  Changes  in  Plant 
Numbers  and  Size 

The  number  of  plants  in  many  food 
processing  industries  probably  will  de- 
crease in  the  next  few  years  accompanied 
by  an  increase  in  average  plant  capacity. 
Changes  in  technology  and  the  need  to 
reduce  costs  by  economies  of  scale  will 
cause    many    firms    to    build   large    plants 


and  to  modernize  and  enlarge  old  ones. 
Many  small  plants  will  be  closed  because 
they  are  obsolete  or  cannot  compete 
successfully  with  newer  ones. 

Increases  in  average  plant  capacity 
and  fuller  utilization  of  capacity  that 
accompanied  past  reductions  in  plant  num- 
bers probably  aided  in  holding  down  costs. 
The  closing  of  a  plant  may  affect  the 
degree  of  competition  in  the  market  for 
a  product.  Though  the  number  of  plants 
in  most  of  the  food  industries  is  large 
compared  with  many  other  industries, 
the  number  in  some  local  areas  may  not 
be  adequate  to  insure  a  high  degree  of 
competition.  Much  more  information  than 
is  now  available  would  be  needed  to 
evaluate  the  effect  on  competition  of 
changes  in  the  number  of  plants. 

Fewer     Companies     in     Many     Industries 

The  number  of  companies  declined  from 
1947  to  1958  in  16  of  the  21  food  processing 
industries  for  which  data  are  available 
(table  8).  Decreases  ranged  from  6  percent 
in  the  macaroni  and  spaghetti  and  cane 
sugar  refining  industries  to  58  percent  in 
the  cereal  preparations  industry.  The 
number  of  plants  declined  in  all  but  1  of 
these  16  industries.  In  11,  plants  de- 
creased by  a  larger  number  than  com- 
panies. 

In  4  of  the  21  industries,  the  number 
of  companies  increased.  Increases  ranged 
from  8  percent  for  the  dehydrated  fruits 
and  vegetables  industry  to  232  percent 
for  the  poultry  dressing  industry. 

In  one  industry- -special  dairy  products-- 
the  number  of  companies  was  the  same 
in  1958  as  in  1947.  Data  for  this  in- 
dustry, however,  are  not  strictly  com- 
parable. 

Comparable  data  for  1958  and  1954  are 
available  for  4  other  industries  for  which 
1947  data  are  lacking,  The  number  of 
companies  and  plants  declined  in  the 
fluid  milk  and  canned  fruits  and  vegetables 
industries,  and  increased  in  the  prepared 
meats  and  frozen  fruits  and  vegetables 
industries. 
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Some  companies  operated  plants  in  more 
than  one  of  these  industries.  For  that 
reason,    the    total  number  of  companies  in 


the  food  processing  industries  cannot  be 
obtained  by  adding  individual  industry- 
totals. 


Wholesale  Trade  in  Farm  and  Food  Products 


Assemblers  of  Farm  Products 

Assemblers  buy  or  receive  farm  prod- 
ucts directly  from  farmers.  Generally, 
they  ship  products  to  processors  or  to 
city  wholesalers  and  retailers. 

The  total  number  of  establishments  op~ 
erated  by  assemblers  of  farm  food  prod- 
ucts increased  about  8  percent  from  1954 
to  1958,  after  declining  15  percent  from 
1948  to  1954  (table  10).  Assemblers 
of  fresh  fruits  and  vegetables  and  livestock 
had  more  establishments  in  1958  than  in 
1954  and  in  1 948.  Those  handling  grain 
operated  more  in  1958  than  in  1954,  but 
fewer  than  in  1948.  But  assemblers  of 
dairy  products  and  poultry  and  eggs  had 
fewer  establishments  in  1958  than  in  1954. 
The  number  operated  by  each  type  of 
assembler  was  smaller  in  1954  than  in 
1948. 

Growth  in  the  volume  of  farm  food 
products  marketed  probably  was  a  major 
cause  of  the  increase  in  the  number  of 
assembler  establishments  from  1954  to 
1  958.  Farmers  marketed  increasing  quan= 
titles  of  grain,  meat  animals,  fruits  and 
vegetables,  poultry  and  eggs,  and  milk. 
Dollar  sales  of  each  group  of  assembly 
establishments,  except  those  assembling 
dairy  and  poultry  products,  totaled  more 
in  1958  than  in  1954,  though  prices  of 
many  farm  products  declined  during  this 
period. 

Much  of  the  gain  in  the  total  number 
of  assembler  establishments  resulted 
from  the  increase  in  establishments  as  = 
sembling  grain.  The  need  for  increased 
storage  capacity  for  grain  held  under 
various  Federal  programs  accounted  for 
much  of  the  growth  in  the  number  of 
grain  assembly  establishments. 

Changes  in  producing  and  marketing 
practices  were  major  causes  of  the  decline 


in  the  number  of  establishments  handling 
dairy  and  poultry  products.  Decreased 
marketings  of  farm  -  separated  cream 
brought  the  closing  of  many  cream  re  = 
ceiving  stations.  An  increase  in  hauling 
of  whole  milk  directly  from  farms  to 
processing  plants  in  tank  trucks  lessened 
the  need  for  some  country  milk  assembly 
plants.  Increased  specialization  in  the 
production  of  poultry  has  caused  a  decline 
in  assembly  establishments.  Specialized 
poultry  producers,  who  have  thousands 
of  birds,  generally  sell  directly  to  a 
plant  rather  than  an  assembler.  Market= 
ings  of  poultry  and  eggs  have  decreased 
in  many  areas  where  there  are  few  if 
any  specialized  producers. 

Improvements  in  roads  and  motor 
trucks,  changes  in  marketing  practices 
and  in  producing  areas,  and  efforts  to 
reduce  costs  by  economies  of  scale  and 
technological  improvements  mainly  ac- 
counted for  the  decrease  in  the  number 
of  assembler  establishments  from  1948 
to  1954. 

The  Wholesale  Food  Trade 

Dollar  sales  in  most  lines  of  the  whole- 
sale food  trade  increased  substantially 
from  1948  to  1954  and  from  1954  to  1958. 
(table  10).  Most  of  these  gains  resulted 
from  expansion  in  the  volume  of  products 
handled,  though  they  resulted  in  part 
from  rising  prices.  The  number  of  food 
wholesaling  establishments  increased. 


Among  the  merchant  wholesale  es- 
tablishments carrying  a  full  line  of 
groceries,  those  that  were  affiliated  with 
groups  of  retail  stores  increased  their 
sales  136  percent  from  1948  to  1958. 
These  wholesale  establishments  accounted 
for  62  percent  of  the  total  sales  of 
general  line  merchant  wholesale  es  = 
tablishments     in     1958.        Sales    of    cash- 
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and- carry  establishments  (food  depots) 
in  1958  were  29  percent  larger  than  in 
1948,  but  they  made  up  only  a  little 
more  than  2  percent  of  the  total  for 
the  general  line  merchant  wholesalers,, 
Sales  of  other  general  line  merchant 
wholesalers  of  groceries  were  smaller 
in  1958  than  in  1948  and  accounted  for 
36  percent  of  the  total  sales.  Total 
sales  increased  relatively  more  for 
specialty  line  than  for  general  line  grocery 
wholesalers  (as  a  group)  from.1948  to  1958. 
Establishments  of  specialty  line  whole- 
salers increased  in  number  from  1948  to 
1958,  but  the  total  number  of  establish- 
ments operated  by  each  of  the  three 
types  of  general  line  merchant  whole- 
salers declined.  Dollar  sales  of  groceries 
made  by  merchandise  agents  and  brokers 
increased  by  a  smaller  percentage  than 
those  of  specialty  line  grocery  whole- 
salers. The  number  of  establishments 
operated  by  brokers  and  merchandise 
agents       handling      groceries      increased. 

Sales     of    groceries,     meats,    dairy    and 
poultry   products  by  manufacturers     sales 


branches  and  offices  total  24  percent 
more  in  1958  than  in  1948,  but  the  number 
of  establishments  declined  9  percent. 
The  relatively  small  gain  in  sales  and 
the  decrease  in  establishments  resulted 
from  (1)  increased  distribution  in  large 
lots  directly  from  manufacturing  plants 
to  retailers*  warehouses  or  stores,  and 
(2)  more  extensive  use  by  food  manu- 
facturers  of  public  warehouses  and  the 
services  of  food  brokers. 

Merchant  wholesalers  who  specialized 
in  selling  fresh  fruits  and  vegetables  had 
about  the  same  volume  of  sales  in  1958 
as  in  1948.  The  failure  to  grow  probably 
resulted  in  part  from  increased  buying 
by  chainstores  from  country  assemblers 
and  farmers  rather  than  through  whole- 
salers. It  also  resulted  partly  from 
greater  use  of  brokers.  The  number  of 
brokers'  establishments  specializing  in 
fruits  and  vegetables  increased  and  their 
sales  went  up  45  percent  from  1948  to 
1958.  The  total  volume  of  fruits  and 
vegetables  sold  in  fresh  form  increased 
little,  if  any,  during  this  period. 


The  Retail  Food  Trade 


of  firms  with  51  to  100  stores;  a  rapid 
rise  after  1954  overcame  a  sharp  decline 
from  1948  to  1954,  resulting  in  a  net 
increase  of  3  percent  in  10  years.  The 
group  includes  many  rapidly  growing 
regional  chains  that  have  built  sales  both 
by  opening  new  stores  and  merging  with 
other  firms. 

Average  sales  per  grocery  store  more 
than  doubled  between  1948  and  1958,  even 
after  allowing  for  the  rise  in  food  prices. 
(See  cover  chart.)  Each  size  =  of=firm 
category  had  more  than  twice  the  average 
dollar  sales  per  grocery  store  in  1958 
that  it  had  in  1948  (table  11).  The 
group  that  exhibited  the  largest  advance 
was  the  51-100  store  group.  It  more 
than  quadrupled  its  average  sales  size 
and  advanced  to  the  top  of  the  list  in 
sales  per  store. 

16/  The  32  percent  decline  in  number  of  single-unit  stores  is  reduced  to  about 
27  percent  when  allowance  is  made  for  the  change  in  definition  of  establishment 
between  1948  and  1958  (see  footnote  2  to  table  VI  )„  This  compares  with  a  26  percent 
decline  in  stores  operated  by  chains  with  100  stores  or  more. 


Grocery  Store  Numbers  and  Sales 

There,  were  one-fourth  fewer  grocery 
stores  in  the  United  States  in  1958  than 
there  were  in  1948  (table  11).  The  average 
rate  of  decline  was  less  in  the  1954-58 
period  than  it  was  in  1948-54;  an  annual 
average  drop  in  store  numbers  of  2.5 
percent  in  1954-58  compares  with  3.6 
percent  in  the  earlier  period. 

Most  of  the  10-year  decrease  was 
in  stores  operated  by  single=unit  firms, 
but  the  rate  of  decline  was  just  as  great 
for  the  chains  operating  more  than  100 
stores.  16/  Firms  operating  4-10  stores 
reduced  total  store  numbers  only  7  percent 
(table  11).  The  only  category  to  show  an 
increase     in    number    of    stores    consisted 


30 


u 

0 
O 

E 
3 
C 

•o 

c 

CO 
73 

c 


>> 

A 

0 

u 

o 
p 
en 

Ih 

0 

a 

00 

en  nt 
0  on 

l-H     r-l 

W    73 

C 

73    (0 

e 

(3      - 

nt 

-  LTl 

en  on 

H 

fl      - 

en  oo 

iH    ON 
CO     f-H 

+-> 

o     - 

p    tn 

p 

-  -H 

Sh    c 
CD    3 

3    O 

z 


tn 

0 

u 
o 
p 
tn 

•a 

o 
o 


cd 
-t-> 

a 
i 
i 


J2 


00 

• 

. 

s 

nt 

3 

I-H 

CM    NT 

m 

in  nt 

ON 

o 

iH 

CO 

-1 

ON 

O 

c 

NT   in 

r-i 

oo  nt 

oa 

r~- 

Nt 

^D 

H 

£ 

■a 

I-I 

CO 

CO    CM 

m 

0) 

H 

u 

0 

p 

nT 

• 

• 

tn 

in 

3 

H 

o  on 

C^ 

i-i  r^ 

'sT 

H 

o 

CO 

ON 

O 

O 

r~     ON 

CM 

m  ih 

CM 

CNI 

in 

o 

Fh 

H 

£ 

73 

CM 

nO 

r^  r-~ 

X 

rH 

i-H 

CD 

H 

a 

tn 

d) 

X 

• 

• 

r-l 

IT) 

3 

i— 1 

oo  o 

r^ 

O    00 

l~> 

oo 

vD 

oo 

CO 

ON 

0 

C 

00    CM 

a^ 

in  i-i 

ON 

vD 

m 

CO 

CO 

H 

~ 

nt 

r~ 

O  i-l 

o 

i-l 

rH 

CM    ON 

r~ 

iH     i-H 
rH     CM 

— 
=0 

00 

o 

00 

oo 

• 

• 

m  on 

00 

r^  r^ 

X) 

CO 

i-^ 

O 

nt 

i— i 

i-t 

m  oo 

r> 

CO    CO 

r> 

o 

rH 

CM 

o> 

•H 

0 

- 

- 

- 

- 

- 

- 

H 

s 

73 

nt 

i-H 

■X) 

m 

>* 

ON 

H 

CM 

CNI 

oo  nt 

\D 

oo  oo 

vD 

H 

i-l 

CM 

tn 

NT 

• 

• 

CO  *o 

kC 

ON     |H 

ro 

o 

vO 

NO 

<D 

LO 

1—1 

— 

oo  no 

CO 

m  oo 

H 

ON 

oo 

r~- 

i-H 

ON 

•H 

c 

-     - 

- 

- 

- 

- 

- 

CO 

H 

2 

■a 

r--  i-i 

i-l 

CN 

O 

'^r 

T 

ON 

CO 

i-i 

H 

CO 

CO 

r-  nt 

CO 

00    O 

in 

vD 

vO 

CM 

oo 

• 

• 

m  oo 

^T 

in  m 

O 

ON 

CM 

CM 

in 

rH 

i-i 

m  o 

DO 

co  r^ 

H 

v£) 

CO 

O 

ON 

■H 

0 

- 

- 

•. 

« 

.- 

- 

i-H 

s 

■a 

O    CM 

i— 

CO    i-H 

^r 

CO 

m 

ON 

CN 

^ 

^r 

nT 

u 

co  on 

r^ 

on  m 

VO 

iH 

CM 

CO 

oo 

0 

vO   CM 

cr 

in  cm 

VD 

r-- 

<3- 

iH 

Vf 

x 

O   00 

Nt 

m  m 

"sf 

vX> 

CM 

ON 

On 

E 

-     - 

- 

..     - 

- 

- 

- 

H 

3 

r-  m 

CM 

co  r-i 

r> 

oo 

CXI 

o 

2 

nt 

H 

m 

o 

vO 

co 

CO 

iH 

Nt 

Ih 

m  on 

H 

O    i-H 

M- 

CM 

^d- 

vO 

0) 

nt 

0) 

o  m 

r- 

kO     ^t 

O 

r^ 

^J- 

i-l 

u 

U"l 

£3 

oo  m 

r-H 

^    r-t 

CO 

m 

o 

NO 

o 

On 

E 

..    - 

» 

-       - 

- 

- 

- 

~ 

p 

H 

3 

nt  m 

n 

CO    -H 

rj 

r^ 

r^- 

^r 

CO 

Z 

in 

H 

oo 

ON 

oo 

CM 

CM 

CO 

h 

r-i    o 

CM 

oo  no 

ON 

\D 

CM 

00 

oo 

CD 

O  no 

H 

ON    \0 

m 

ON 

H 

o 

in 

X 

ON     ON 

rn 

iH  in 

CO 

r^- 

r^ 

m 

on 

E 

»     .. 

- 

-    » 

_ 

•. 

. 

H 

3 

nt  nt 

CM 

CO    rH 

CM 

ON 

m 

m 

Z 

CO 

r-< 

m 

ON 

m 

CNJ 

CM 

co 

• 

• 

• 

•a 

V) 

• 

• 

• 

s 

tn 

^ 

• 

• 

• 

(S 

p 

•H 

• 

tn 

• 

•H 

c 

• 

<D 

• 

0 

c 

•  •     •     • 

tn 

tn    tn 

" 

• 

u 

• 

M 

3 

tn    tn    tn 

p 

p  p 

• 

o 

• 

0 

CD  p   p 

•H 

•H    -H 

a) 

• 

p 

• 

p 

<H 

h    -H    -rl 

5 

a  c 

m 

• 

tn 

• 

tn 

0 

O    3    3 

3 

3    3 

0 

a 

• 

P    3    3 

£ 

• 

•a 

• 

<H 

rl 

tn 

O 

O   O 

i-H 

o 

rH 

O 

0 

0  m 

H 

m  o 

I* 

CO 

0 

cd 

XI 

>>  r-i 

H 

O 

P 

m 

■P 

73 

E 

fci    bfl  u 

1 

i     i 

0 

o 

C 

3 

0   s    o 

H 

H 

^ 

Eh 

•H 

3 

O    -H 

rH    i-l 

O 

CD 

JvJ 

O  CO    CN 

Nt 

iH  m 

i-l 

p 

a 

O 

73 

73 

p 

CO 

« 

0 

i 

0 

.C 

^ 

r-A 

•H 

c 

cd 

•H 

P 

CD 

P 

rH 

a> 

.-o 

rH 

0) 

,£ 

id 

rH 

>, 

p 

3 

• 

u 

P 

* 

cO 

0 

E 

00 

cO 

p 

0 

73 

Nt 

C 

T3 

Ih 

73 

ON 

tn 

•H 

tn 

CD 

•H 

0 

C 

r-i 

p 

P 

-a 

P 

A 

(0 

•H 

>^ 

c 

3 

c 

p 

3 

C 

rH 

0) 

rH 

0 

0 

•rH 

3 

c 

e 

o 

p 

i-t 

1 

0 

^ 

c 

CD 

3 

bD  r~~ 

•H 

tn 

■H 

£ 

X) 

C 

rH 

P 

-H 

•H 

P 

-H 

ON 

i-H 

3 

rH 

CO 

P 

tn 

« 

3 

x; 

X3 

Nt 

-a 

c 

r-^ 

E 

cti 

a^ 

0 

0 

Ih 

CO 

p 

rH 

P 

E 

O 

T3 

•a 

m 

tn 

(0 

* 

m 

3 

3 

ON 

CD 

rl 

Jh 

tn 

cO 

co 

rH 

o 

0 

•H 

cd 

T3 

MH 

a  rH 

p 

Nt 

• 

CD 

M 

OJ 

o 

A 

(0 

in 

oo 

rH 

O 

73 

tn 

cfl 

73 

ON 

Nt 

M 

<H 

3 

3 

>>  p 

i-H 

ON 

c 

rH 

tn 

0 

CD 

0 

i-H 

•H 

CO 

O 

C 

X 

0 

A 

3 

tn 

P 

X 

CD 

p 

p 

■H 

73 

(0 

CD 

a 

<H 

3 

u 

73 

73 

O 

<4H 

CM 

cd 

o 

m 

CD 

0 

O 

CO 

<M 

H 

CD 

A 

73 

3 

r-i 

- 

H 

tn 

P 

■H 

o 

0 

- 

Nt 

cO 

CO 

3 

> 

■H 

E 

00 

m 

p 

Cfl 

p 

O 

P 

O 

ON 

CO 

c 

a 

3 

rl 

■H 

tn 

73 

rH 

■o 

■H 

CD 

X3 

a 

C 

0 

0 

•rl 

0 

U 

- 

p 

T3 

fH 

0 

<H 

bo 

0 

oo 

3 

CD 

vt 

CO 

u 

0 

rC- 

XJ 

m 

43 

-a 

m 

CD 

0 

73 

U 

E 

ON 

3 

a 

>> 

E 

0 

3 

i-H 

- 

H 

rH 

•Nt 

> 

3 

.     CD 

0 

CO 

rn 

in 

o 

- 

tn  ih 

c 

73 

0 

ON 

CJ 

tn 

tn 

u  o 

■H 

C 

o 

rH 

0 

tn 

cfl    cO 

cfl 

o 

o 

c 

ri 

0 

I-H   ^1 

CD 

m 

o 

73 

•H 

o 

3 

i-i    cO 

Ih 

CO 

- 

in 

C 

p 

-H 

o  a 

CO 

m 

CM 

t« 

CO 

Cfl 

tn 

tn 

73     g 

on 

fcr> 

0 

3 

o 

tn 

^-{ 

<H 

CO 

CJ 

3 

CQ 

<4-l     O 

CD 

c 

0 

in 

c 

0 

o 

h 

CD 

cfl 

cr\ 

0 

tn 

m 

CD 

o 

£ 

,C 

0 

•-^ 

Jh 

tn 

O 

tn   u 

p 

+J 

P 

E 

0 

0 

-a   co 

0] 

3 

0 

m 

p 

tn 

C 

- 

Cfl 

rH 

£ 

VH 

CO 

3 

cO    tn 

c 

fH 

<fi 

G 

P 

•H 

o 

tn 

tn    u 

CD 

Q) 

CD 

> 

73 

•H 

3 

3    cfl 

tn 

£ 

rH 

C 

rH 

0 

O    0) 

tn 

P 

CD 

0 

0 

0 

U 

A    >> 

CD 

!h 

m 

0 

Cfl 

Q 

P 

P 

3 

0 

rH 

73 

0 

- 

tn 

cO  Ua 

cd 

0 

£ 

0 

C    3 

o 

Cfl 

CO 

Cfl 

•:-> 

• 

73 

•h    tn 

•H 

CD 

CO 

tn 

CO 

c 

H 

o 

rH 

cO 

A 

'+H 

r-i 

h 

tn    <u 

CD 

CO 

cd 

O 

CO 

H 

CD    o 

a 

-t 

tn 

73 

0 

P 

iH 

ON 

«i 

rl 

0 

o 

rH 

cO  co 

rH 

13 

A 

cd 

tn 

p 

•H 

tn 

o 

C 

3 

cd 

CD 

0 

73 

CO 

-^ 

CO 

cfl 

o 

P 

S   A 

rH 

C 

cfl 

n 

O 

p 

0 

0  P 

O 

cO 

tn 

A 

ON 

0 

K 

U 

CC 

CD 

■>-> 

rH 

PQ 

73 

<H     ^l 

u 

-sf 

0 

73 

E 

o 

cO 

m 

>. 

Cfl 

rH 

CO 

o 

73    <H 

a  on 

O 

+J 

o 

• 

u 

CD 

E 

rH 

rH 

c 

IH 

p 

P 

SM 

p   tn 

0 

a 

0 

0 

O 

3    -H 

o 

rl 

E 

E 

tn 

c 

3 

73 

a  co 

0 

CD 

A 

rH 

0 

E  P 

>.  <H 

•j] 

cd 

0 

O 

r-H 

o    0 

H 

73 

•H 

p 

^H 

73 

•H 

U  H 

P 

Cfl 

•H 

rH 

0 

cfl 

a 

O 

rH 

cd 

o 

p 

tn 

s 

w 

•H 

<0 

a 

CO 

Cfl 

P 

0 

H|CM| 

ri 

p 

p 

0 

-H 

•H 

u 

V 

o 

0 

tn 

* 

CO 

3 

tn 

p 

3 

0 

H 

'73 

3 

31   - 


Total  sales  of  grocery  stores  increased 
by  three-fourths  (table  11),  while  retail 
food  prices  rose  by  one-seventh.  Sales 
of  stores  in  all  chain- size  groups  totaled 
more  in  1958  than  in  1948;  but  a  large 
disparity  existed  in  the  rate  of  advance. 
Total  sales  of  stores  belonging  to  chains 
operating  51-100  stores  increased  nearly 
four  times,  but  stores  of  single-unit 
firms  failed  to  double  total  sales.  The 
51-100  store  category  combined  the  most 
rapid  increase  in  sales  per  store  with 
a  rise  in  numbers  of  stores. 

The    unequal    rise    in    sales    resulted   in 

a      shift     in    market     shares    from     single 

to    multi-unit    firms.     Sales  of  single-unit 

firms     were      reduced     to    47    percent    of 

total  grocery  store  sales  from  59  percent 

in   1948.      Firms    operating   between  2  and 

100     stores    obtained    21    percent    in    1958, 

up      sharply     from     14     percent     in    1948. 

Grocery   firms  with  more  than  100  stores 

increased    their     share    to     32    percent    of 

the    total    market    in  1958  from  27  percent 

in   1948.       The  percentage  of  total  grocery 

store  sales  made  by  chains  with  11  stores 

or    more    was    44  percent  in  1958,  up  from 

39     percent     in    1954    and     34    percent    in 

1948.  This      growth    followed    a    period 

of    relative    stability.      Chains    with    11    or 

more    stores    accounted   for    an   estimated 

33    percent    of   total    grocery    store    sales 

in  1939. 

Trade  sources  show  an  1 1  percent  in- 
crease between  1958  and  1961  in  number 
of  grocery  stores  operated  by  firms  with 
2  or  more  stores.  17/  Chains  in  each 
size  group  participated  in  the  rise  to 
about  the  same  degree.  Total  sales  of 
grocery  stores  rose  by  8  percent  between 
1958  and  I960  18/  Sales  of  grocery 
stores  belonging  to  firms  operating  11 
stores    or    more    increased  by  1 1  percent, 


so     the     market     share    obtained     by    this 
size  of  chain  increased  further. 

Total  civilian  population  of  the  United 
States  rose  by  1 8  percent  and  per  capita 
disposable  income  rose  by  41  percent 
between  1948  and  1958.  These  factors 
plus  a  16  percent  rise  in  food  prices 
(including  restaurant  prices)  largely 
account  for  a  40  percent  increase  in  total 
expenditures  on  food.  19/  The  much 
larger  rise  in  grocery  store  sales  (75 
percent)  was  partly  explained  by  a  slower 
rate  of  increase  in  sales  of  other  food 
stores  and  the  increase  in  nonfood  sales 
made  by  grocery  stores.  In  1959,  non- 
food sales  accounted  for  about  15  percent 
of  grocery  store  sales  and  alcoholic 
beverages  amounted  to  another  5 
percent.  20/ 

The  rise  in  average  sales  per  store 
is  attributed,  in  part,  to  the  closing 
of  small  stores.  In  addition,  new  stores 
are  larger.  A  sample  of  new  stores 
opened  in  I960  had  an  average  of  21,300 
square  feet  compared  with  13,500  square 
feet  for  a  sample  in  1953.21/  The  number 
of  items  carried  by  typical  grocery  stores 
rose  to  5,000  in  1958  from  3,000  in  1946 
according    to     another    trade    source.    22/ 

Specialized  Food  Stores 

Food  stores  other  than  grocery  stores 
(and  delicatessens)include  meat  and  fish 
(seafood)  markets,  fruit  stores,  vegetable 
markets,  candy,  nut  and  confectionery 
stores,  dairy  product  stores,  retail 
bakeries,  and  miscellaneous  food  stores. 
Their  number  amounted  to  about  one- 
fourth  of  the  total  number  of  stores 
classified  as  retail  food  stores  in  the 
1958    Census    of    Business   (table  11).     The 


17/  Directory    of    Supermarket     and    Grocery   Chains    (New    York:     Business  Guides, 
Inc.,  1958  and  1961   editions). 

18/  U.    S.    Bureau   of  the  Census,  Annual  Retail  Trade  Reports,  1958,  1959,  and  I960. 

19/    U.     S.     Department    of   Commerce,    Office    of  Business  Economics,  U.  S.  Income 
and  Output,  Nov.   1958  and  Survey  of  Current  Business,  July,   1961. 

20/    "What    Customers     Spend    for    all    Products    Sold    in  Food  Stores"     Food  Field 
Reporter,  Aug.  29,   I960. 

21/  Supermarket    Institute,    Facts    About  New  Supermarkets,  Chicago,  1953  and  1961. 

22/  Progressive  Grocer,  Facts  in  Grocery  Distribution,  New  York,   1959. 
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number  of  these  stores  declined  relatively- 
less  (6  percent)  between  1948  and  1958 
than  did  the  number  of  grocery  stores; 
however,  their  sales  did  not  increase 
nearly  as  much  (28  percent),.  Much 
of  this  rise  is  accounted  for  by  the 
accompanying  increase  in  food  prices,, 
Total  sales  of  specialty  food  stores  did 
not     increase     between     1958     and     I960,, 

These  specialized  food  stores  are 
mostly  small,  independently  operated 
stores.  Their  average  sales  size  was 
smaller  than  that  of  the  average  single- 
unit  grocery  store  in  1958  (table  11)„ 
In  1948,  the  two  were  about  the  same 
size.  This  pattern  of  slow  growth  con- 
trasts sharply  with  the  rise  in  total 
expenditures  on  food  and  the  even  more 
rapid  rise  in  sales  of  grocery  stores. 
Obviously,  these  specialized  food  stores 
are  not  maintaining  their  share  of  the 
total  food  market.  Their  market  has 
been  encroached  upon  by  grocery  stores, 
that  have  expanded  the  number  of  items 
they  carry.  Large  scale  supermarkets 
handle  many  of  these  items  for  a  lower 
margin  than  the  small  specialized  stores. 

Size  Groups  of  Grocery  Stores 

All  of  the  decline  in  total  number  of 
stores  between  1948  and  1958  was  con- 
centrated in  the  sales-size  group  grossing 
less  than  $100,000  annually  (table  12). 
Stores  in  all  larger  sales-size  groups 
increased,  with  the  greatest  gain  in  the 
group  selling  in  excess  of  $1 ,000,000. 
The  one- seventh  rise  in  food  prices 
between  1948  and  1958  moved  some  stores 
into  larger  size  groups  with  no  increase 
in  physical  volume,  but  this  effect  of 
inflation  is  overshadowed  by  the  big  in- 
crease in  number  of  large  size  stores. 
In  1958,  46  percent  of  all  grocery  store 
sales  were  made  by  stores  selling  more 
than  $1,000,000  each.  This  figure  cor- 
responds with  33  percent  in  1954  and 
only  12  percent  in  1948.  Of  the  stores 
grossing  more  than  $1,000,000  in  1958,  a 
fourth  had  sales  of  more  than  $2,000,000. 


Up   to    a   point,    average  sales  per  store 
rose     in    conjunction   with   an   increase    in 
number      of     stores     operated     per     firm 
(table     11).        Stores     operated   by    single- 
unit    firms    had    less    than    one-tenth   the 
average      sales     of     stores     belonging     to 
chains     with     11     stores     or    more.        But 
in     each    of    the     3     census    years     stores 
of  firms    operating    11-50   units    had    sub  = 
stantially    the     same     average     sales    size 
as  did  the  two  larger  categories  of  chains. 
This     leveling     out     of     store     sales     size 
at    a    rather    small    size    of  chain  suggests 
that    most    with-in    store    scale  economies 
are    probably     realized    by    this     common 
size  of  store,  that  is,   somewhat  in  excess 
of   $1,000,000    in  1958.    Chain  stores  have 
the  option  of  expanding  firm  size  by  either 
increasing     store    sizes    or    opening   more 
stores.  Thus,     the     choice    of    a    given 

size  by  various  groups  of  chains  is 
suggestive  of  efficient  store  size.  The 
rise  in  average  size  from  1948  to  1958 
indicates  that  the  efficient  size  has  been 
getting     rapidly     larger     over    time.     23/ 

Form   of   Organization   of   Grocery  Firms 

Corporations  operated  only  10  percent 
of  all  grocery  stores  in  the  United  States, 
though  they  accounted  for  58  percent  of 
total  sales  in  1958  (table  13).  Individual 
proprietorships  operated  77  percent  of  the 
stores  but  only  accounted  for  29  percent 
of  the  sales.  Partnerships  made  up  1 2 
percent  of  both  number  of  stores  and 
sales,  leaving  less  than  1  percent  of 
each  to  cooperatives  and  other  forms 
of  organization. 

Nine  =  tenths  of  the  grocery  stores  ex- 
ceeding $1,000,000  in  sales  in  1958  were 
owned  by  corporations,  but  nine-tenths  of 
those  with  a  volume  of  less  than  $100,000 
were  owned  by  individual  proprietors 
(table  13).  More  than  one-third  of  the 
corporately  owned  grocery  stores  ex- 
ceeded $1,000,000  in  sales.  More  than 
four-fifths  of  the  stores  owned  by  in- 
dividual proprietors  grossed  less  than 
$100,000  in  1958,  compared  with9percent 


23/     For     the     development    of    this     concept    of     scale  economies,   see  G,  J.  Stigler, 
The     Economies     of     Scale",     The    Journal    of    Law    and  Economics  (1958),  1:54-71. 


-  33  - 


Table  12. — Grocery    stores:       Number    and    total     sales,     by    sales-size    of 

stores,     1958,     1954    and    1948    1/ 


Stores 

An  nual  sales 

:   Percentage 

per  store 

1958 

:     1954 

1948 

:     change , 
:  1948  -  1958 

Thousand  dollars 

Number 

Number 

Number 

Percent 

Less  than  100 

175, 581 

204,880 

276  ,511 

-  37 

100  -  299 

39 , 422 

40, 398 

36, 222 

9 

300  -  499 

8,369 

7,  711 

6,  197 

35 

500  -  999 

9,092 

7,507 

5,360 

70 

1,000  or  more . . „ . . 

10.332 

6.  242 

1.911 

441 

Total  2/. 

242 , 796 

266, 738 

326,  201 

-  26 

S  a 

1  e  s 

Million 

Million 

Million 

dollars 

dol lars 

dollars 

Percent 

Less  than  100 

6,  290 

7,381 

8,564 

-  27 

100  -  299 

6,463 

6,  523 

5,  774 

12 

300  -  499 , 

3,  227 

2,  978 

2,391 

35 

500  -  999 

6,  445 

5,  294 

3,  680 

75 

1,000  or  more 

18.  757 

10 . 723 

2.  757 

580 

Total  _2/ 

41 , 183 

32 , 899 

23,  167 

78 

1_/  Data  are  not  strictly  comparable  because  only  1958  includes  deli- 
catessens and  the  1948  definition  of  establishment  includes  more  small 
stores    than    does    1958    or    1954    definition     (see    footnote    2    to    table   11). 

_2/    Includes    only    stores    operated    entire    year, 

Compiled    from    Retail    Trade.    Census    of    Business,     1958,     1954    and    1948 


of  the  stores  owned  by  corporations.  A 
relationship  thus  exists  between  sales- 
size  of  store  and  legal  form  of  organ- 
ization. 

Corporations  did  not  all  operate  chain 
stores  m  1958;  of  the  35,983  corporately 
owned  food  stores,  10,659  were  single 
units.  Similarly,  most  but ,  not  all  in- 
dividual, proprietorships  operated  single 
units.        In    1958,     102   food    stores    owned 


by    individual   proprietors    were    in  chains 
of  1 1   stores  or  more. 

Most  individual  proprietors  own  small 
stores.  Since  the  number  of  small  stores 
declined  sharply,  the  number  of  grocery 
stores  operated  by  individual  proprietors 
decline  32  percent  between  1948  and  1958. 
During  the  same  period,  the  number  of 
stores  operated  by  corporations  declined 
by  only  6  percent.  One  out  of  10  grocery 
stores  was  corporately  owned  in  1958, 
compared     with     1      out     of     13     in    1948. 
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Table  13. --Grocery  stores:   Number  and  total  sales,  by  legal  form  of 
organization  and  sales-size  group,  1958  1_/ 


Stores 

Annual  sales 
per  store 

:  Individual  :   partner_   Cooperatives1  _ 

:  proprietor-:    ghips      :  and  others  :  Corporations 

:      s  h  i  p  s    :               : 

Thousand  dollars 

Less  than  100 

100  -  299 

300  -  499 

500  -  999.  ...... 

1,000  or  more 

:    Number        Number        Number          Number 

158,466        14,565           217            2,333 

:    24,229        10,391          162            4,640 

:     3,169         2,196            43            2,961 

:     1 , 560         1 ,375            30            6,127 

391            531            33            9.377 

Total  2/ 

187,815         29,058           485           25,438 

Sales 

Less  than  100 

100  -  299 

300  -  499 

500  -  999 

1,000  or  more 

Million       Million       Million        Million 
dollars        dollars        dollars         dollars 

5,401            742            11              137 
3,823         1,746            29              866 
1,197            834           16            1,180 
1,031            925            20            4,469 
579            868            61           17.250 

Total  2/ ' 

12,030         5,114          137           23,902 

1/    Includes  delicatessens. 

_2/  Stores  operated  entire  year. 

Compiled  from  Retail  Trade,  Census  of  Business,  1958. 

Table  1^. --Sources  of  1958  sales  of  154  food  chains,  by  size  of  chain 

Number  of 
stores  in 
chain ,  end 
of  1958 


Number 
of  chains 


Percentage  distribution  of  1958  sales  among: 


Stores  in 

operat  i  on 

in  1953 


New  stores 

opened 
since  1953 


Stores 

acqu  ired 

since  1953 


All  stores 


11  -   50.  .  .  . 

51  -  100.  .  .  . 

101  -  500.  .  .  . 

500  and  over. 


Number 

117 

18 

13 

6 


Percent 

62 
57 
53 
82 


Percent 

31 
29 
32 

15 


Percent 

7 
14 
15 

3 


Percent 

100 
100 
100 
100 


Total 


154 


71 


22 


100 


Compiled  from  FTC  Economic  Inquiry  into  Food  Marketing,  Part  I,  1960, 
p.  105. 
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Acquisition  of  Stores 

One  hundred  and  fifty-four  food  chains 
reported  to  the  Federal  Trade  Commission 
that  71  percent  of  their  total  1958  sales 
were  made  by  stores  owned  by  them  since 
1953  (table  14),,  Another  22  percent 
were  made  by  new  stores  opened  since 
1953,  and  the  remaining  7  percent  were 
made  by  stores  acquired  by  merger  or 
purchase  during  1953-58o  This  distri- 
bution of  sales  emphasizes  the  magnitude 
of  new  store  construction  during  recent 
years.  No  data  are  available  showing  the 
volume  of  sales  of  the  stores  closed  or 
replaced  by  new  stores.  The  largest 
chains  had  the  highest  percentage  of 
1958  sales  from  stores  operated  since 
1953,  and  the  smallest  percentage  of  sales 
from  newly  opened  and  acquired  stores. 
Merger  activity  was  the  strongest,  in 
terms  of  acquired  sales,  by  the  two  size 
groups  having  51-100  and  101-500  stores. 

Merger  activity  by  food  chains  was 
unusually  strong  during  1955-58.  The 
FTC  reported  1,678  food  stores  with  total 
annual  sales  of  $1.6  billion  were  acquired 
during  the  4  years.  24/  These  acquis 
sitions  represented  three-fourths  of  all 
those  reported  for  the  entire  1949-58 
period.  The  bulk  of  the  mergers  were 
centered  in  relatively  few  firms.  Between 
1949  and  1958  more  than  one-third  of 
the  merged  stores  were  acquired  by  two 
firms  and  two-thirds  were  acquired  by 
10  firms.  Of  the  1,474  stores  acquired 
by  these  10  firms,  279  had  been  sold  or 
closed  and  not  replaced  by  1958,  255 
had  been  replaced,  and  940  were  still 
being  operated.  The  large  proportion 
of  replacements  suggests  that  acquisitions 
of  smaller  firms  was  often  used  as  a 
method  of  gaining  entry  into  local  markets 
and  specific  locations. 


Wholesaler  Affiliated  Grocery  Stores 

Wholesale  firms  affiliated  with  grocery 
firms  include  (1)  those  that  sponsor 
grocery  stores  under  voluntary  contract- 
ual agreements  to  purchase  regularly 
certain  supply  requirements  and  (2)  whole- 
sale firms  cooperatively  owned  by  patron 
stores.  Their  primary  purpose  is  to 
buy  merchandise  centrally,  so  their  mem- 
bers may  obtain  procurement  economies 
equivalent  to  those  obtainable  by  chain 
stores.  Some     groups    provide     certain 

other  services  such  as  joint  advertising 
and  managements  aids  on  a  service  fee 
basis. 

Retailer  affiliated  wholesalers  increas- 
ed their  sales  more  rapidly  than  did 
any  other  group  of  merchant  wholesalers 
(table  10).  They  even  outpaced  retail 
sales  gains  made  by  all  grocery  stores 
between  1948  and  1958  (tables  10  and  11). 
Affiliated  wholesalers  departed  sharply 
from  the  pattern  exhibited  by  the  other 
general  line  wholesalers. 

The  FTC's  study  of  food  retailing  re- 
vealed that  26  percent  of  all  grocery 
stores  in  the  United  States  either  were 
members  of  a  cooperatively-owned  whole- 
sale firm  or  were  sponsored  by  a  whole- 
saler (table  11  and  15).  Cooperatively- 
owned  wholesalers  sold  to  only  a  few 
nonmembers,     but     sponsors    of   voluntary 

groups  sold  to  more  nonmembers  than 
members.  These  nonmembers  were  very 
small  accounts  but  they  made  up  two- 
fifths  of  the  sponsor  s  total  sales  in 
1958.  The  bulk  of  the  affiliated  member- 
ship consisted  of  small  firms.  Only  36 
chains  having  11  or  more  stores  were 
affiliated  with  a  wholesaler.  25/  These 
chains    operated    a    total    of    991     stores. 


24/  Federal    Trade    Commission,    Economic    Inquiry    into    Food   Marketing,  Part  I, 
1960,  p.  128. 
25/      FTC,     Economic     Inquiry     into     Food    Marketing,     Part    I,  pp.  165-66  and  209. 
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Table   15  . — Affiliated    wholesalers    and    member    grocery    stores 

Number    and    sales,     1958    _!_/ 


Type  of  wholesaler 

Affiliated  wholesalers  in  1958   : 
operat  ing  in:              : 

Member  stores 
1958 

1958      :    1954      ;    19  48    : 

Voluntary  sponsor. . . . 
Cooperatively  owned.. 

Number       Number       Number   : 
329           227           150    : 
143           141           131     : 

:     Number 

35,822 

:     33.007 

Total 

472           368           281     : 

68  ,  829 

Total  sales 

:Retail  sales  of 
:  member  stores 

1958      :    1954      :     1948    : 

:   in  1958  2/ 

Cooperatively  owned.. 

Million      Million      Million  : 
dollars       dollars       dollars  : 

3,560        2,065           763    : 

2,031         1,209           544    : 

:    Million 
:    dollars 

9,000 

:       7,884 

Total 

5,591        3,274        1,307    : 

16 , 884 

1/    Sample    consists    of    70    percent    of    the    affiliated    wholesalers    report- 
ing   to    Census     in    1958    and    33    percent    reporting     in    1948;     sales    varied    from 
107    percent    of    those    reported    to    the   Census     in    1958    to    59    percent     in    1948, 

2/    Estimated    by    FTC    on    basis    of    reports    from    wholesale    groups. 

FTC    Economic    Inquiry     into    Food    Marketing,     Part    I,     1960,     pp.     159-235. 


Stores  affiliated  with  wholesalers  ac- 
counted for  39  percent  of  total  sales  of 
grocery  stores  in  1958,  as  estimated  by 
the  FTC  (tables  11  and  15).  This  per- 
centage added  to  the  44  percent  of  sales 
made  by  all  chains  with  11  stores  or 
more,  and  eliminating  duplication,  leaves 
about  one-fifth  of  total  sales  by  grocery 
firms  with  fewer  than  11  stores  and  not 
affiliated  with  a  wholesale  firm.  Pro- 
gressive  Grocer  estimated  that  affiliated 
stores  made  45  percent  of  total  grocery 
store  sales  in  1958  but  only  30  percent 
in  1948.  26/  It  has  been  pointed  out 
that  chain  sales  rose  from  34  to  44  percent 
during   the    same    10  years.     These  trends 


point  to  a  rapid  decline  in  the  market 
share  of  independent  stores  not  affiliated 
with  a  wholesaler. 

The  large  share  of  retail  sales  made  by 
wholesaler  affiliated  stores,  however,  is 
not  accompanied  by  an  equivalent  degree 
of  concentration  in  procurement.  Affil- 
iated stores  obtain  only  about  one-third 
of  their  supply  requirements  through  their 
respective  affiliated  wholesalers.  These 
supplies  consist  largely  of  grocery  prod- 
ucts. The  bulk  of  their  other  require- 
ments are  bought  from  other  types  of 
wholesalers  or  purchased  directly  from 
processors. 


26/  General  stores  are  included  in  Progressive  Grocer  estimates,  accounting  for 
part  of  the  discrepancy  with  the  FTC  data,  see  Progressive  Grocer  (April,  1959, 
p.  F-18).  
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Most  affiliated  stores  are  quite  small. 
Purchases  from  wholesalers  by  member 
or  sponsored  stores  averaged  approxi- 
mately $60,000  in  1958«  Fewer  than  5 
percent  of  these  stores  had  retail  sales 
exceeding  $1,000,000  in  1958„  27/  Nearly 
85  percent  had  annual  sales  of  less  than 
$375,000.  For  this  reason,  economies 
obtained  by  members  through  group  buying 
are  partly  offset  by  high  costs  of  dis- 
tribution to  small  accounts.  Nevertheless, 
the  rapid  expansion  of  this  form  of  organi- 
zation confirms  its  ability  to  meet  com= 
petition. 


Future  Prospects  in  Food  Retailing 

The  affiliation  of  retail  grocery  stores 
with  wholesalers,  either  by  cooperative 
ownership  or  by  being  sponsored  by  a 
wholesaler,  represents  the  efforts  of  in- 
dependent grocers  to  compete  with  chain 
stores.  Economies  of  large  volume  pur  = 
chasing  are  thereby  obtained  and  passed 
on  to  member  or  sponsored  stores  in 
the  form  of  reduced  merchandise  costs. 
Large-volume  independent  stores  thus 
have    been    able    to    compete    effectively. 

Independent  grocers,  though  buying 
through  affiliated  wholesalers,  may  face 
a  declining  share  of  the  market  if  they 
are  not  large  enough  to  realize  low 
unit  costs  in  merchandising  and  selling. 
In  addition,  high  distribution  costs  of 
servicing  small  accounts  may  be  passed 
on  to  small  affiliated  stores.  Further  = 
more,  small  stores  may  have  increasing 
difficulty  in  satisfying  group  membership 
requirements.  Many  of  the  nonaffiliated 
independents,  which  are  declining  rapidly 
in  number,  have  even  higher  purchasing 
costs.  High  costs  per  unit  resulting 
from  small  size  will  continue  to  place  this 
group  of  retail  grocers  at  a  competitive 
disadvantage  with  larger  stores,  both  in- 
dependents and  chains. 


Local  and  regional  chains  are  likely  to 
continue  to  increase  their  share  of  the 
total  grocery  store  business.  This  rise 
will  probably  come  at  the  expense  of 
both  larger  and  smaller  firms.  Many 
examples  exist  of  their  past  growth  at 
the  expense  of  national  chains.  The 
corporate  form  of  organization  likely  will 
gain  in  popularity  as  small  chains  grow 
in  number  and  size.  Some  of  them  have 
found  affiliation  with  wholesalers  their 
best  method  of  obtaining  supplies. 

The  rise  in  share  of  market  taken  by 
chains  and  wholesaler  affiliated  independ- 
ents may  reduce  the  number  and  increase 
the  average  size  of  organizations  pur- 
chasing food  products.  However,  the 
reverse  may  also  occur.  Two-thirds  of 
supply  requirements  of  affiliated  stores 
are  obtained  either  directly  or  from 
independent  wholesalers.  Thus,  affiliated 
wholesalers  may  represent  new  competi- 
tors  at  the  supplier  or  wholesale  levels 
of  the  market.  Likewise,  a  growing  chain 
shifting  to  direct  purchasing  may-  inject 
new    competition   in  the    supplier    market. 

Total  sales  (in  constant  dollars)  of 
specialty  line  wholesalers  in  recentyears 
have  increased  nearly  as  much  as  have 
total  sales  of  food  stores.  Sales  gains 
of  specialty  line  grocery  and  meat  product 
wholesalers  have  exceeded  those  of  gro- 
cery stores.  Some  of  the  other  specialty 
wholesalers  have  not  had  parallel  growth 
and  the  nonaffiliated  full  line  wholesalers 
have  lost  a  big  piece  of  their  former 
market.  Suchtrends  suggest  that  retailers 
are  continuing  to  utilize  the  services  of 
certain  classes  of  wholesalers  while  by- 
passing others.  Specialization  in  whole- 
saling  can  be  expected  to  continue  along- 
side the  trend  toward  affiliation  of  in- 
dependent grocery  stores  with  whole- 
salers. 


27/    FTC,  Economic  Inquiry  into  Food  Marketing,  Part  I,  p.  207. 
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